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MERIT RATING
A business or industrial firm is made up of people. These people all
have their personal fortunes and their collective welfare bound to the
welfare of the organization of which they are a vital part, and, in
addition, the status of the firm is usually dependent in large part upon
the effectiveness of its members. For these reasons it is important
that provision be made for the evaluation of each member's contribu-
tion to the firm and for the adjustment of each individual's status so as
to encourage the maximum contribution by each member. This
requires the evaluation of individual performance and capabilities.
While the idea of formal employee merit rating is sometimes con-
sidered a controversial one, it nevertheless is generally recognized that
some type of employee evaluation is necessary. During recent years in
which the employer's freedom of action in dealing with the employee
has been curtailed, especially through the principle of job rights based
on seniority, it has become even more important than before to a firm
to be able to detect unqualified personnel as early as possible during
the probationary or trial period of employment and to make optimum
use of its permanent personnel. Many firms accordingly have replaced
their former informal methods with procedures for the systematic
evaluation of the characteristics of their employees.
A recent survey of 64 selected larger employers revealed that formal
merit rating was used by approximately one-third of such companies.1
In addition to this evidence that the larger, more progressive companies
are actually using formal merit-rating methods, it is evident from the
increasing number of articles in technical journals on this subject that
it is a matter of interest and concern to business and industry.
OBJECTIVES OF MERIT-RATING PROGRAMS
The advantages of using a formal employee-rating plan can perhaps
be most clearly illustrated by outlining several typical situations in
which such ratings can be used.
An employee is given a raise. Another employee comes in afterward and
claims to be as good as, or better than, the one who got the raise. His story
is so convincing that it is next to impossible to give him any real factual com-
parison between himself and the other man. Of course, he is sent out with
"no" for an answer, but, the chances are, with a feeling of discrimination
deeply embedded in his mind.
An employee with several years' service is picked for lay-off.   When he is
1 Starr, R. B., and Greenly, R. J., Merit Rating Survey Findings, Person. J>,
1939, 17, 378-384.